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Editor:  Jeannie  Huntley, 
Director  of  Customer  Relations 
and  Communications. 
Please  call  (406)  444-5982 
with  comments  or  suggestions. 
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e  neea  your 


Heeding  Governor  Racicot's  re- 
quest to  explore  ways  to  privatize 
state  government,  the  State  Fund 
management  team  recently  drafted  a 
plan  to  improve  its  business  opera- 
tions. The  plan,  based  on  a  review  of 
state  funds  nationwide,  was  devel- 
oped with  the  help  of  Milliman  and 
Robertson,  a  national  consulting  firm 
specializing  in  privatization  issues. 

The  State  Fund  requests  your  in- 
put on  the  plan.  As  a  customer  and 
stakeholder  in  the  future  success  of 
the  fund,  your  insight  and  comments 
are  valuable  to  us  as  we  move  for- 
ward. 

A  copy  of  the  plan  will  be  sent  to 
you  at  your  request.  Simply  call 
(800)  332-6102. 

Your  comments  will  be  shared 
with  the  State  Fund  directors  at  the 
August  28  board  meeting. 
The  plan 

The  plan  presents  three  options. 
Two  are  similar  and  build  on  the 


fund's  successes  of  the  past  two 
years.  These  options  suggest  the 
fund  operate  more  like  a  mutual  in- 
surance company.  The  third  option 
suggests  selling  the  fund. 

With  the  first  two  options,  the 
reader  will  find: 

•  Increased  employer  participa- 
tion in  the  operation  of  the  fund, 

•  Elimination  of  the  Old  Fund 
payroll  tax  by  June  of  1999, 

•  Protection  for  the  State  of  Mon- 
tana from  any  future  unfunded 
liability, 

•  Continuation  of  the  fund's  re- 
sponsibility to  provide  a  market 
of  last  resort  for  small  businesses 
and  high-risk  employers,  and 

•  Continuation  of  rate-making  au- 
thority for  the  State  Fund  Board 
of  Directors. 

Employer  participation 
In  the  first  two  options,  the  board 
increases  from  five  to  seven  members. 
(continued  on  page  2) 


Rate  reduction  in  fy97 


The  State  Fund  recently  cut  its 
premiums  by  $21  million.  The  rate 
drop  reflects  an  average  premium 
decrease  of  15.4  percent,  and  up  to 
18.8  percent  when  various  discounts 
and  credit  programs  are  included. 
The  latest  rate  reduction  follows  an 
average  1 8  percent  decrease  adopted 
a  year  ago,  which  cut  premiums  by 
$28.3  million.  Over  the  past  two 


years,  the  accumulated  savings  to 
customers  tops  nearly  $76  million. 

According  to  State  Fund  Presi- 
dent Carl  Swanson,  favorable  loss 
development,  which  is  less  cost 
per  accident  than  previously  esti- 
mated, was  instrumental  in  the 
two-year  decreases.  Other  impor- 
tant components  of  the  decreases 

(continued  on  page  3) 


We  need  your  input. 

The  majority  of  the  board  is  elected 
by  policyholders.  Two  board  mem- 
bers are  appointed  by  the  governor. 
As  board  members,  elected  em- 
ployers continue  to  direct  the 
operations  of  the  State  Fund  and  to 
determine  the  level  of  service  pro- 
vided to  policyholders. 

Eliminatins  Old  Fund  tax 

The  first  two  options  also  call  for 
eliminating  the  Old  Fund  payroll  tax 
by  1999.  To  accomplish  this,  the 
State  Fund  merges  with  the  Old 
Fund,  which  is  the  liability  for 
claims  prior  to  July  1,  1990.  The 
State  Fund  then  applies  its  surplus 
funds  to  reduce  Old  Fund  claims  and 
Old  Fund  bond  debt. 

With  the  merger,  dividends  from 
the  State  Fund  may  be  returned 
much  earlier  to  policyholders. 

Under  current  law,  any  dividend 
declared  by  the  board  of  directors  is 
used  to  reduce  the  Old  Fund  liability. 

Guaranteed  insurance  coverage 

Currently,  the  State  Fund  guar- 
antees workers'  compensation 
insurance  to  all  Montana  employers, 
regardless  of  the  risk.  According 
to  the  first  two  options,  this  avail- 
able source  of  insurance  would  not 
change. 

Retain  rate-making  authority 

The  first  two  options  also  call  for 
the  State  Fund  Board  of  Directors  to 
continue  to  set  the  fund's  premium 
rates.  Since  different  policyholders 
have  different  loss  experience,  the 
board  requires  flexibility  to  establish 
rates  and  manage  the  fund  in  a  busi- 
nesslike manner. 


continued  from  page   1 

Employer  accountability 

With  the  first  two  options,  em- 
ployers become  accountable  for  the 
financial  results  of  the  company.  For 
example,  when  the  fund  makes  a 
profit,  employers  could  be  paid  a 
dividend,  as  well  as  see  premium  re- 
ductions. Conversely,  if  loss 
experience  is  worse  than  expected, 
premium  rates  could  increase. 

Also,  the  State  of  Montana  would 
no  longer  be  responsible  for  the  li- 
abilities of  the  fund.  Policyholders 
would  become  accountable  for  the 
losses  and  gains,  just  like  any  mu- 
tual insurance  company  and  other 
state  funds. 

Selling  the  fund 

Selling  the  State  Fund  to  a  pri- 
vate investor  is  the  third  option 
discussed  in  the  plan.  This  option 
removes  Montana  from  the  role  of 
workers'  compensation  insurance 
provider. 

With  the  sale,  small  businesses 
and  high-risk  employers  may  not 
be  guaranteed  an  insurer  of  last  re- 
sort, and  an  assigned  risk  plan  may 
need  to  be  created  and  regulated 
by  state  government.  An  assigned 
risk  plan  could  likely  result  in 
higher  premium  costs,  as  well  as 
service  issues. 

For  more  information  .  .  . 

To  review  the  complete  plan, 
please  call  (800)  332-6102,  and  a 
copy  will  be  sent  to  you.  If  you  have 
questions,  please  call  and  ask  for 
one  of  the  following  State  Fund 
employees:  Carl  Swanson,  Nancy 
Butler,  Mark  Barry  or  Jeannie 
Huntley. 


First  Tuesday  Tours 

A  look  inside 
State  Fund 

Visit  the  State  Fund  and 
see  your  premium  dollars  at 
work. 

As  part  of  our  commit- 
ment to  deliver  quality 
customer  service,  we  will  of- 
fer tours  of  the  State  Fund 
beginning  the  first  Tuesday  in 
September,  and  every  first 
Tuesday  of  the  month  from 
that  date  forward. 

Highlights  of  the  tour  in- 
clude: 

•  Following  the  life  of  a 
claim  as  it  moves  through 
the  workers'  compensa- 
tion process, 

•  Viewing  a  nev/  fraud 
video,  recently  aired  by 
many  television  stations 
across  the  state,  and 

•  Meeting  with  President 
Carl  Swanson  for  a  ques- 
tion and  answer  session. 
Besides  Swanson,  State 

Fund  people  you  will  meet 
along  the  way  include  those 
who: 

•  handle  your  pohcy, 

•  help  make  your  work  site 
safer,  and 

•  work  to  eliminate  work- 
ers' compensation  fraud. 
Tours    begin    Tuesday, 

Sept.  3.  Plan  to  join  us  for 
coffee  and  cookies. 

For  more  information,  or 
to  make  a  group  or  individual 
reservation,  please  call  a  Cus- 
tomer Service  Representative 
at  (800)  332-6102  or  (406) 
444-6500. 


The  State  Fund  will  continue 
contracts  with  seven  managed  care 
organizations  (MCOs)  through- 
out Montana.  The  new  contracts 
guarantee  quality  medical  care 
and  cost-effective  services  to  the 
fund's  policyholders  and  their 
employees. 

By  working  with  MCOs,  the 
fund  assures  policyholders  and 
injured  workers  access  to  health 
care  providers  skilled  in  workers' 
compensation  administration. 
These  specialists  provide  concen- 
trated medical  care  early  in  the 
treatment  process,  and  work 
closely  with  the  fund  to  create 
modified  work  assignments  al- 
lowing injured  employees  to  return 
to  work  quickly.  According  to  na- 


Managed     Care 
Organization — MCO 

An  organization  that  enhances 
cost  effectiveness  by  overseeing 
and  coordinating  a  patient's  use 
of  care. 


tional  statistics,  this  is  an  important 
ingredient  to  successful  treatment. 

The  fund  plans  to  complete  a 
cost  analysis  of  the  MCO  partner- 
ships this  fall.  It's  anticipated  the 
results  will  reveal  a  substantial  re- 
duction in  medical  and  lost-time 
costs. 

PPOs  reduce  costs,  too 

The  State  Fund  also  has  con- 
tracts with  several  Preferred 
Provider  Organizations  (PPOs), 
which  provide  goods  or  service  at 
a  reduced  cost. 

Recently,  the  fund  signed  con- 
tracts for  statewide  nurse  case 
management.  The  fund  plans  to 
have  a  pharmacy  PPO  in  place 
soon  and  a  dental  PPO  by  the  end 
of  the  year. 

A  3ood  deal  for  policyholders 

According  to  national  statis- 
tics, MCOs  and  PPOs  could 
streamline  costs  for  the  fund. 
Less  costs  for  the  fund  mean  more 
savings  to  policyholders  in  the 
form  of  reduced  premiums. 


Rate  reduction  in  fy97 


continued  from  page  1 

include: 

•  Improved  claim  management, 

•  Successful  fraud  investigation, 
and 

•  Managed  health  care  and  work 
place  safety  programs. 

Among  major  industries,  agricul- 
ture will  see  an  average  drop  of  16 
percent  in  premiums,  logging  will 


see  a  22  percent  average  decrease, 
trucking  firms  will  see  an  average 
24  percent  decline  and  carpentry 
firms  will  receive  an  average  cut  of 
13  percent. 

Employers  will  also  see  an  addi- 
tional five  percent  credit  if  they  have 
not  filed  a  claim  for  lost  wages  dur- 
ing the  past  five  years. 


Not  far  to  fall 

Did  you  know  a  fall  from  a  dis- 
tance only  four  inches  more  than 
your  height  could  be  fatal? 

Falls  are  a  leading  cause  of 
workplace  injuries.  What  do  ex- 
perts recommend  as  the  single  most 
important  step  you  can  take  in  pre- 
venting slips  and  falls?  Simple.. .keep 
floors  clean. 

When  it  comes  to  safeguards 
against  slips,  trips  and  falls,  nothing 
is  more  important  than  good  house- 
keeping. 

Speciality  products  and  footwear 
will  not  prevent  slips,  trips  and  falls, 
unless  the  walking  surface  is  clean 
and  free  of  obstruction. 

Regularly  walk  through  all  work 
areas.  Look  for  spills,  be  aware  of 
objects  or  wet  areas  on  the  floor. 
Watch  for  open  drawers,  cords,  or 
discarded  tools. 

When  a  potential  hazard  is 
found,  take  the  time  to  correct  it. 

Housekeeping,  in  combination 
with  efforts  to  provide  the  safest  ma- 
terials and  procedures  possible,  can 
go  a  long  way  toward  reducing  the 
pain  and  expense  of  preventable 
slips  and  falls. 

The  State  Fund's  loss  control  de- 
partment is  here  to  help  you  prevent 
losses  and  minimize  any  impact. 
Value-added  services  include  safety 
training,  risk  management  and  site 
assessment. 

Our  staff  can  also  provide  train- 
ing in  defensive  driving,  first  aid  and 
CPR,  and  many  other  related  loss 
control  services. 

We  also  remind  you  near  miss  in- 
vestigations are  a  very  important 
loss  control  tool.  If  a  minor  loss  al- 
most occurs,  an  investigation  will 
(continued  on  page  4) 


Learn  your  ABCs 

Independent    contractors    must    pass    the 


test 


If  an  independent  contractor  does  not  provide  a  current  exemption,  and  the  employer 's  relationship  does 
not  pass  the  A  and  B  tests,  the  worker  is  considered  to  be  an  employee. 


Passins  the  /4  Test 

A  worker  is  presumed  to  be  an 
employee,  unless  it  is  demonstrated 
the  worker  is  free  from  control  or  di- 
rection over  the  performance  of 
services,  both  under  a  contract  and 
as  explained  in  the  A  test  below. 

Consider  the  following  under  the 
A  test: 

fxl  An  employer  does  not  have  con- 
trol over  the  details  of  the  work, 
but  merely  exercises  the  neces- 
sary control  to  achieve  the 
ultimate  result. 


Passing  the  B  Test 

A  worker  must  also  be  engaged  in 
an  independently  established  trade, 
occupation,  profession,  or  business, 
the  B  test. 

During  an  audit,  the  employer 
must  provide  as  much  of  the  follow- 
ing documentation  as  possible  to 
support  the  independent  contractor 
status: 

[xl  A  copy  of  the  written  contract 
between  the  worker  and  em- 
ployer; 


[x]  An  employer  does  not  furnish      [x]  Proof  the  contractor  advertises 

in  the  Yellow  Pages  or  other 


equipment. 
lEJ  The  method  of  payment.  For  ex- 
ample, payment  by  the  hour  is 
more  indicative  of  employee 
status,  while  lump  sum  payment 
is  more  supportive  of  an  inde- 


public  directory  or  advertise- 
ment; 
IXI  A  copy  of  the  contractor's 
business  Hcense  or  permit; 


pendent  contractor  relationship.      \E\  Business  cards  or  printed  in- 


LEj  The  employer  is  exposed  to  li- 
ability for  breach  of  contract  if 
the  worker  is  terminated. 


Fall, 


continued  from  pase  3 


help  you  evaluate  the  situation, 
find  a  solution  and  even  prevent 
a  more  serious  accident  down 
the  road. 

It's  also  important  to  keep 
informed  of  the  law.  Did  you 
know,  the  Occupational  Safety 
and  Health  Administration 
(OSHA)  recently  updated  its 


voices  from  the  independent 
contractor; 

1x1  Taxpayer  identification  number; 

[xl  Evidence  (purchase  agreements, 
titles  or  lease  contracts)  of  the 
contractor's  investment  in 
tools,  equipment  or  specialized 
knowledge; 

fxl  Insurance  certificates. 


Passing  the  C  Test 

An  independent  contractor  must 
provide  the  employer  with  a  current 
exemption  specifying  the  type(s)  of 
work  covered  under  the  exemption. 

If  they  don't  pass  the  test 
If  an  independent  contractor  does 

not  provide  a  current  exemption,  and 

the  employer's  relationship  does  not 

pass  the  A  and  B  tests,  the  worker  is 

considered  to  be  an  employee. 

When  the  worker  is  an  em- 
ployee, the  employer  must  report  the 
employee's  payroll  on  the  Payroll 
and  Premium  Report.  The  State 
Fund  is  then  liable  for  any  work-re- 
lated injury  or  occupational  disease 
claims. 

Independent  contractor  status 
can  be  evaluated  during  a  premium 
audit.  If  an  independent  contractor 
is  determined  to  be  an  employee,  the 
employer's  business  may  be  as- 
sessed workers'  compensation 
premium. 

To  check  independent  contractor 
status,  or  to  apply  for  an  exemption, 
you  can  call  the  Department  of  La- 
bor and  Industry  at  (406)  444-1446. 


Fall  Protection  Standard?  The  new  stan- 
dard now  requires  mandatory  tie-off 
while  working  at  heights. 


The  State  Fund's  Loss  Control 
Department  is  available  to  help  you 
stay  safe.  Just  call  (406)  444-6584. 


( 


( 


c 


Digitized  by  tine  Internet  Archive 

in  2013 


littp://arcliive.org/details/pilot19stat 


nvestment  initiative 
on  '96  ballot 


Voters  will  find  a  new  constitu- 
tional amendment  on  the  ballot  in 
November.  If  passed,  it  will  allow  the 
Montana  Board  of  Investments  to  in- 
vest State  Fund  assets  in  stocks. 

Under  current  Montana  law,  assets 
of  the  State  Fund  can  only  be  invested 
in  fixed  government  and  corporate 
bonds,  as  well  as  government  treasury 
bills. 

The  change  in  investment  options 
is  important  to  the  fund,  as  it  will  al- 
low the  State  Fund  to  diversify  its 
portfolio.  All  insurance  companies 
must  establish  long-term  reserves  to 
cover  the  cost  of  claims.  The  invest- 
ment income  from  reserves  becomes 
critical  to  all  insurance  companies,  be- 


cause it  is  used  to  pay  claims  over  a 
long  period  of  time — many  for  20  years 
or  more. 

Historically,  common  stock  offers 
a  greater  return  than  other  forms  of  in- 
vestment. Over  half  of  the  state  funds 
nationwide  invest  a  portion  of  assets 
in  stock.  In  Montana,  private  insurers 
can  invest  up  to  15  percent  of  assets  in 
stocks  and  5  percent  in  mutual  funds. 

In  the  last  legislative  session,  a 
companion  statute  passed  that  will  be- 
come effective  if  the  constitutional 
amendment  passes  in  November.  The 
statute  limits  State  Fund  investment  in 
common  stock  to  15  percent  of  assets 
with  no  more  than  2  percent  of  the  to- 
tal invested  in  any  one  company. 


Disputes  resolved  out  of  court 


Mediation  is  a  fast  and  cost-ef- 
fective alternative  to  the  courtroom. 

With  the  passage  of  a  1987  law 
requiring  mediation  for  workers' 
compensation  benefit  disputes,  many 
injured  workers  now  find  mediation 
an  excellent  forum  to  resolve  issues 
quickly. 

Typically,  a  mediator  brings  the 
insurer  and  injured  worker  together 
with  a  telephone  conference  call. 
The  mediator  facilitates  the  ex- 
change of  information,  assures  all 
relevant  information  is  brought 
forth,  suggests  and  recommends 
possible  solutions,  and  assists  the 
parties  in  voluntary  dispute  resolu- 
tion. 

The  informal  process,  coordi- 
nated by  the  Department  of  Labor, 
allows  the  injured  worker  to  repre- 


sent himself  or  herself,  or  be  repre- 
sented by  an  attorney. 

Employers  are  often  asked  to 
participate,  since  they  may  have  infor- 
mation pertinent  to  the  dispute. 

If  the  mediation  is  unsuccessful, 
the  results  are  not  binding.  If  a  dis- 
pute still  exists  after  both  parties 
satisfy  the  mediation  requirements, 
either  party  may  petition  the  Work- 
ers' Compensation  Court  for 
resolution. 

According  to  those  who  use  the 
process,  mediation  promotes  a  win/ 
win  outcome.  Both  parties  have  the 
opportunity  to  leave  the  table  with 
positive  results,  or  at  least  a  better  un- 
derstanding of  another  point  of  view. 

The  State  Fund  receives  over  500 
mediation  requests  a  year.  Nearly  75 
percent  are  resolved  out  of  court. 


Use  SIF  and  save 

The  Montana  Legislature  es- 
tablished the  Subsequent  Injury 
Fund  (SIF)  in  1973  to  help  voca- 
tionally handicapped  workers 
find  employment,  and  to  offer  fi- 
nancial incentives  to  employers 
who  hire  certified  workers. 

The  program,  managed  by 
the  Employment  Relations  Di- 
vision, is  funded  by  all  Montana 
insurers. 

A  worker  qualifies  for  SIF  if 
he  or  she  has  a  medically-certi- 
fied permanent  impairment. 
According  to  statute,  the  impair- 
ment must  be  a  substantial 
obstacle  to  obtaining  employ- 
ment. 

With  SEF,  workers'  compensa- 
tion liability  for  the  employer  is 
limited  to  104  weeks  of  benefits. 
When  that  expires,  liability  for 
benefits  becomes  the  responsibil- 
ity of  the  SIF. 

How  the  program  works 

1 .  An  employee  must  apply  for 
certification  before  hire  or  within 
60  days  of  hire  or  reemployment; 
and 

2.  The  employer  must  submit  a 
Certificate  of  Employment  to  the  SIF 
within  60  days  of  hire  or  reemploy- 
ment, or  before  a  compensable 
on-the-job  injury. 

3.  The  Employment  Relations 
Division  then  notifies  the  employer 
and  the  insurer  when  the  Certificate 
of  Employment  is  received  and  the 
employee  is  certified. 

4.  If  a  certified  employee  is  in- 
jured, the  worker  immediately  reports 
the  injury  to  both  the  employer  and  in- 
surer, and  confirms  certification. 

If  you  would  like  to  participate 
in  the  SIF,  or  would  like  more  infor- 
mation, please  contact  Keith 
Messmer  at  (406)  444-7737. 


Montana  State  Fund 


A  Montana  State  Agency 
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Workers*  compensation  seminars  coming  soon  to  a 
town  near  you! 


Here 's  your  chance  to  get 
all  those  work  comp.  questions 
answered! 

Workers'  compensation 
can  be  confusing  at  times.  At 
State  Fund  we  strive  to  answer 
your  questions  and  keep  you 
informed  about  changes  in  the 
workers'  compensation  mar- 
ket. It's  also  important  we  hear 
from  you  how  to  better  meet 
your  needs. 

State  Fund's  half-day 
seminars  offer  excellent  op- 
portunities   to    learn    more 


about  current  issues  and  the 
fund's  many  products  and  ser- 
vices. 

Plan  to  meet  President  Carl 
Swanson  and  join 
the  State  Fund 
management 
team  this  fall  for 
super  seminars  and 
individual  appoint- 
ments. 

All  seminars 
begin  at  8  a.m. 
The  cost  is  $15 
per  person,  which 


includes  all  materials  and 
lunch.  Watch  for  a  registration 
brochure  the  first  week  in  Sep- 
tember. 


Town 

Date 

Place 

Miles  City 

Sept.  30 

To  be  announced 

Billings 

Oct.  1 

Holiday  Inn 

Lewistown 

Oct.  2 

Yogo  Inn 

Great  Falls 

Oct.  4 

Heritage  Inn 

Kalispell 

Oct.  7 

Cavanaughs 

Missoula 

Oct.  8 

Holiday  Inn 

Butte 

Oct.  9 

Copper  King 

Bozeman 

Oct.  10 

MSU  Strand  Union 
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